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‘TELEPHONY wishes 
Every reader and all 
Loyal telephone 
Executives and employes 
Peace, good will and 


Happiness 






On CHRISTMAS DAY 


NEW 


(and in all the) 


YEAR OF 1936 


TELEPHONY emphasizes the sincere wish that 

to all telephone men and women the 1935 
Christmas season will bring real joy and also a 
genuine hope for a successful year in 1936. 

After all, it is human nature to look forward to 
better things in the future quite as much as to enjoy 
the present—if not more. 
ways planning ahead. There is sound truth in the 
theory that usually there is more satisfaction in an- 
ticipation than in the fulfillment, which is probably 
one of the controlling reasons why we never cease 
scanning the horizon, searching for favorable signs. 

The New Year will be unusually important to the 
people of the United States. The birth of 1936 will 
find the country emerging from an unparalleled 
business depression, agitated by widespread govern- 
mental experiments that have reduced taxpayers to 
a condition commonly described as “the jitters,” 
and likewise facing the turmoil and excitement of 
a national political campaign that will undoubtedly 
add to the agitation and unrest. It is a time when 
coolness of judgment and patriotic cooperation are 
vitally needed. 

The telephone business is steadily climbing out 
of the slump. Conditions are improving in all 
branches of the industry, largely because its leaders 
and workers have kept their heads up and worked 
hard to maintain, extend and improve the service 
the public has learned to rely upon. 

Throughout the depression years telephone com- 
panies—like all other industries—have found the 


‘ MPLIFYING the above Holiday Greeting, 


That is why we are al- 


going decidedly rough. Because of political inter- 
ference they have been compelled to make adjust- 
ments that complicated the struggle to regain lost 
revenues, but by hard work and economical man- 
agement they have made progress and are much 
better off today than a year ago. 

It is necessary to continue these efforts with vigi- 
lance. Not until next November shall we know 
what the political harvest will be, but we do know 
now that the New Year will bring plenty of hard 
work and the need for careful planning and an ex- 
tension of the policy of winning the good will and 
friendship of telephone-users. That has come to 
be acknowledged as the cardinal principle of all 
public service. 

The “good will to men,” that has been a part of 
the ancient Christmas message for nearly two 
thousand years, has a practical meaning every day 
in the year for companies which serve the public. 
Their task is to prove their “good will to men” so 
definitely that they will earn, deserve and obtain 
the same for themselves. “Good will” is a short 
term for “good public relations,” and is the corner- 
stone of the successful telephone organization, great 
or small. 

As a matter of fact, “Peace on earth, good will to 
men” completely embodies the genuine cure for all 
human troubles. If everybody did his duty—both 
to himself and his fellow man—there would be both 
universal peace and universal good will. 

Here’s hoping that we shall be much nearer that 
goal a year hence when 1936 draws to its close. 


December 21, 1935 





WHERE ARE WE NOW? 


By DR. DAVID FRIDAY 
Washington, D. C. 


HE POINT at which we are 

now is the point from which we 

are going, in the course of 18 
to 24 months, to a point of industrial 
production which will be equal to the 
highest point that we reached in the 
year 1929. 

Let me start from this level of out- 
put measured in physical terms of 
about 86 or 87, where we stand now. 
We expected to be down to about 70 
in September but we were a good 
deal higher than that. I believe that 
by the summer of 1937—other things 
being equal—we shall again be on 
the level on which we operated in 
1929, in the amount of building we 
do, in production of automobiles and 
manufacturing generally. 

That is exactly the sort of thing 
that happens at the end of every 
depression. When you once get busi- 
ness revival under way, then in 18 
months te two years you get back to 
that level attained in the previous 
boom period. 

That does not mean that it looks 
as high to you, that the stock market 
prices are as high or, perhaps, that 
the profits are as high. But the vol- 
ume of production rises to that same 
level. It has never failed yet in 
much more than 100 years of experi- 
ence. 

In 1919 and 1920 we had a great 
boom in this country. We had had 
one during the war. As soon as the 
armistice had been declared, we ex- 
pected a depression in a very few 
months. It didn’t happen. After a 
very few months in the spring of 
1919 business rose, and we went on 
in 1920 to new high levels of produc- 
tion, to new high price levels and 
new high levels of wages. Then came 
the break, the depression of 1920— 
in the latter part of that year and 
in 1921. 

It was very generally thought, and 
very generally expressed, that this 
depression would be one like that of 
the ’70’s, after the Civil War. Peo- 
ple thought it would be a four, five 
or even a six-year depression and 


that, when it was over, prices of 
commodities would be somewhere 
near the old pre-war level; that 


wages would go back to something 
like the pre-war level; in other 
words, that things would return to 
normalcy. It was in that period— 
1920 and 1921—that a president of 
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AN ECONOMIST takes 
stock of things and his 
conclusions fill one with 
hope and courage. Don't 
fail to read the excerpts 
from this stirring address 
made at the recent con- 
vention of the United 
States Independent Tele- 
phone Association, pre- 
sented on these pages! 


the United States invented the 
phrase, “return to normalcy.” 

It was certainly thought that the 
very wild levels of 1920—when it 
was most difficult to get labor, when 
if you said a cross word to an em- 
ploye, he would throw up his job, go 
across the street and get another one 
at a better wage—could not be dupli- 
cated again for a long time to come. 

What are the facts? We went into 
the depression about the middle of 
1920. We got into quite a depression 
in 1921 and got to the depths of it. 
Production fell down to 64 on the 
Federal Reserve Board index, which 
is almost as low as it fell this time— 
and then it didn’t go any farther. 
It started up slowly in the fall of 
’21, rose through ’22; and in the 
spring of ’23 the index of industrial 
production stood 10 points higher 
than it had stood in the highest 
month reached in 1920. 


We Are Definitely 
in Period of Revival 


I think that is what is going to 
happen now. We have now made the 
turn and are very definitely in a 
period of business revival, and one 
which will continue. I don’t mean 
we have prosperity yet, although we 
have it in the automobile industry 
and certain phases of the electrical 
industry. But the depth of the de- 
pression—the continued, dragging 
situation, where we seemed to ad- 
vance a few points and then slip back 
again—is pretty definitely gone. 

How did this all happen? How did 
recovery come? You will hear a lot 
about that next year, because we are 
going to elect a new President or re- 
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a President then. 
be people who will tell you that, for- 
tunately, in the spring of 1935 the 
Supreme Court handed down a unani- 
mous decision which wiped out the 
NRA and that pretty soon thereafter 


elect There will 


business took an upward turn. 
Things got better and kept right on 
going up, and will keep on going up 
if you elect the proper people next 
time. 


Recovery in Same Way 
as Other Business Revivals 


There will be other men who will 
run on a prosperity ticket, saying: 
“We promised to drive the money- 
changers out of the temple and to 
restore prosperity. There was a bare 
two years in which to do it before 
the court spoke up and protected the 
rights of property instead of the 
rights of the individual. During 
those two years we passed the Se- 
curities Exchange bill and the Hold- 
ing Company bill and we drove the 
money-changers out of the temple, 
and business began to improve.” 

It doesn’t make any difference 
which side you believe. My guess 
is that none of the explanations you 
will hear will have much to do with 
the fundamental factors that brought 
business revival up to this point and 
that will carry it forward from this 
point. 

My guess is that business revival 
would have come sooner if certain 
things had not been done; that, 
again, is perhaps a matter of opit- 
ion. The most amazing thing to me 
is the fact that this whole business 
revival, when it finally did get under 
way, came very much as every other 
business revival did. 

There is no particular difference 
in the way in which the thing 
worked out. All of the talk about 
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the old system having failed, that 
you have to go forward now with the 
new plan and the new way of doing 
it is simply a thing to pay no atten- 
tion to whatever, for a man of any 
age or experience. 

During these last six years several 
things have been accomplished. 
There has been an immense amount 
of debt reduction by individuals and 
commercial corporations, by farmers 
and home-owners. All along the line 
debts have been reduced. There 
hasn’t been any debt reduction so 
far as the government is concerned. 
The government has increased its 
debt. 

After all, the government doesn’t 
revive industry, nor does public ac- 
tion. Private action revives industry. 
That is the first and foremost thing 
to be remembered. 


Private Action 
Revives Industry 


As a rule, you have a lot of people 
in debt when you get into a depres- 
sion. This was true in ’29; it was 
true in ’73 and in every depression. 
It will always be true in depressions. 

The old, old story that people can’t 
or won’t pay their debts has again 
been given the lie by experience. 
People do pay their debts in depres- 
sions, everywhere, all over the world. 
That was one of the first steps—one 
of the first signs—that business re- 
vival would come. 

You have heard me say—and you 
have heard it elsewhere—that you 
don’t get a business revival under 
way until investment money comes 
out of hiding and begins to buy 
bonds—until the prices of bonds go 
up and the rate of interest vou have 
to pay for money goes down. 

When I was here a year ago, I 
said a very important change had 
occurred between 1933 and 1934. In 
the spring and summer of 1933 peo- 
ple were trying to get their capital 
into hiding. They were trying to 
put it into gold and to store the gold 
in Europe. 

I also said to you that one very 
important change had occurred, that 
money was looking for an invest- 
ment; that everywhere people were 
talking and wondering whether this 
bond that yielded 4 or 4% per cent, 
or that preferred stock that yielded 
6, 7 or 8 per cent, might be bought. 
And they were buying them. 

Look at the situation this year! 
Just recently I talked to a telephone 
man from a middle western state—a 
prosperous farming state—who com- 
plained bitterly to me about his pri- 
vate investments. 

He had purchased a bundle of 


highway bonds that yielded 4, 414, 
434,,5 and 514 percent. This spring 
the counties that had issued these 
bonds sold an issue of bonds to some 
investments bankers to yield 24% per 
cent—and they didn’t offer him the 
new 214 per cent bonds in exchange 
for his old 4 or 5 per cent bonds, as 
the case might be, par for par. They 
sold the 214 per cent bonds at a 





dollar, the changed quantity of gold 
in the gold dollar from 100 units to 
59 units, and so on. 

It has come also by the fact that 
the government has been paying out 
a lot of money for relief to farmers 
and other people and has obtained 
that money by borrowing from the 
banks, and the banks have credited 
the government deposit accounts. 





FAVORABLE SIGNS ON THE HORIZON 
AS OBSERVED BY AN ECONOMIST 
We are definitely in a period of revival which by the summer of 1937 
should bring us back to the production level of 1929, asserts Dr. Friday. 
Only two things can interfere with the progress toward prosperity that 


is under way—war and politics. 


There has been a vast amount of private debt reduction; investment 
money has come out of hiding; bank deposits have increased tremendously 
and money is everywhere looking for an investment at steadily declining 


rates of interest. 


“People always buy investments in great quantity before they buy 


commodities in great quantity,” asserts Dr. Friday. 


“That is always one 


of the surest signs that business revival is coming.” 

This address of Dr. Friday merits careful reading, answering as it 
does such questions as these: How did recovery come? Is this a good 
time in which to do my refunding? Can we expect a marked advance in 
commodity prices? Can we expect to have current inflation? What about 
the enormous public debt we are piling up? Is it possible to balance the 


federal budget? 


What about the building boom? 





premium. This was so large that, if 
they had given that premium in buy- 
ing the bonds, it would have taken 
the first five years’ interest to pay 
the premium. They must have sold 
at 108 or 110. 

That is the change, whatever you 
may think of it or whatever may be 
the effect of it. 

It didn’t stop there. This tele- 
phone man said that in his own home 
county, within a matter of months, 
they had put out road bonds running 
for five years and sold them at ths 
of 1 per cent. 

The banks all over this country are 
investing their money in securities 
that will yield as little as 114 per 
cent or ‘ths of 1 per cent, or even 
3,ths of 1 per cent. They are still 
refusing to buy government bonds 
that yield 234 and run 10 or 15 years 
but they will put money out else- 
where at these other rates. 

That is always one of the surest 
signs that business revival is com- 
ing; people always buy investments 
in quantity before they buy commodi- 
ties in great quantity. Revival has 
come on the same old pattern, abso- 
lutely. It has been accelerated this 
time, not so much in the speed with 
which it has come as in the degree 
with which interest rates have de- 
clined by the devaluation of the 
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That is what happens when a bank 
buys a bond and gives somebody a 
deposit for it. 

Some of these things have accen- 
tuated this abundance of funds which 
drives interest rates down to the low 
periods. It would have come in any 
event. Business revival has never 
vet come in any other way, except in 
1915 when the European war broke 
out. 

The same thing happened this 
time. I am dwelling a little longer 
than I would otherwise on the ques- 
tion of bond interest because many 
of you are interested. You have 
bonds outstanding now. You have 
preferred stocks outstanding. You 
wonder what you ought to do. Of 
course, you ought to refund them; 
vou are going to refund them. 

Take a little bit of time because 
you want the bigger companies to do 
their refunding and get the public 
used to taking 3 per cent or 314 per 
cent for the money, or taking 4 per 
cent for the preferred stock instead 
of 7. After the investors are used 
to those rates and have waited five 
months and then kicked themselves 
because they didn’t buy the other 
thing, they will byy yours at 4% or 
334. Don’t be in a hurry about it! 

People are asking me: How long 
are the interest rates going to go 
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down? The bankers say they can’t 
continue like this. Oh, yes, they can. 
I told them the same thing a year 
ago. You haven’t seen the end of low 
interest rates yet. You haven’t seen 
the lowest interest rates. 

They are going to continue to go 
down for a good while yet. It is no 
time to be an investor, because they 
are trying to get the cost of living 
up through the AAA and they are 
pressing the interest rates down to 
the natural workings of causes. 


Don’t Be in Hurry 
About Your Refundings 


This is a practical matter. If you 
have any refunding to do at all, don’t 
be in a hurry about it. Wait until 
vour earnings are better. Wait until 
the most prosperous companies—the 
A. T. & T. Co. and the larger Inde- 
pendent companies—have refinanced. 
Then three or four months after that 
is done, you do yours. Do it a lot 
lower than it is now; I mean. do it 
lower than 5 or 514 per cent. At 
this moment we have in the United 
States an abundance of purchasing 
power lying idle in the banks and 
belonging to individuals who owe no- 
body. 

The President in his recent speech 
at San Diego said he had been heart- 
ened by the progress of the nation 
as he looked into the face of the 
people, farmers, manufacturers and 
other people and saw them all hap- 
pier; they were all more prosperous. 

He said there were a few facts he 
wanted to call to their attention. He 
said the volume of industrial output 
is up 45 per cent; the payrolls are 
up 35 per cent since March, 1933; 
the volume of rural buying is up 104 
per cent, and the volume of automo- 
biles manufactured is up 157 per 
cent. 

He also said: “And the bank de- 
posits of commercial banks in the 
United States have risen 10 billion 
dollars since 1933 and are now com- 
paring at 50 billions with 55 billion 
dollars in 1929 which I consider a 
very favorable comparison.” 

The President is right. That is a 
sign of prosperity. It does mean we 
have purchasing power, no matter 
how it was created. Don’t get your- 
self in an argument and all “het up” 
because you don’t like the way in 
which the purchasing power came to 
be created. Just remember, it is 
there—in the banks. 

The question we are discussing is 
whether the particular situation in 
the banking structure is real pur- 
chasing power. It is; it doesn’t make 
any difference how created. A good 
bit is created by bringing in gold; 
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some of it is created by selling bonds 
to the banks. 

So what we have is a situation in 
which investment funds—on the part 
of the individual, and on the part of 
the banks—are going to be abundant. 
Don’t forget that the 10 billion dol- 
lars of additional deposits are owned 
by some individual or some corpora- 
tion. 

The government borrowed at the 
banks to the tune of six billion dol- 
lars and we have imported and added 
to the bank reserves some three 
billion dollars of gold or more. But 
the individuals and corporations owe 
less to the banks than they ever did 
before. That is our situation. Low 
interest rates inevitably flow out of 
that. 

We have before us a very long 
period in which the rate of interest 
will be low, in which the anxiety of 
bankers to lend their funds and have 
investors to invest their funds is 
going to be increased steadily. 
Throughout that period you will have 
low rates of interest. 

First, it works in the bond market, 
as it has now. Just look at bonds! 
Bonds you could have bought for 35 
are selling at 105 and have been for 
a year. Look at the stock market. 
The stock market follows prosperity. 
You have there the same old story, 
with the revival starting in the same 
old way. 

We are interested in the banking 
situation aside from this investment 
phase, because it is supposed to have 
some bearing on prices. Our bank- 
ing situation has been changed in a 
good many ways. Some of the 
changes came about quite naturally; 
some of them by way of legislation. 

The natural changes in our bank- 
ing situation are those which I have 
described to you in passing. We 
have today in this country an amount 
of gold which is utterly unprece- 
dented in our history, in the history 
of any country in the world. 

We have at least nine billion, 500 
million dollars of gold in this country 
today, of these new dollars. Of this 
total two billion, 700 million dollars 
worth of gold has come into the 
country since January 31, 1934, when 
the President devalued the gold 
dollar. 

There are in Europe some 2'% bil- 
lion dollars’ worth of gold in hoard- 
ing that have not yet come out. They 
will certainly come out, however, and 
all go into the banks; many of them 
will come here, especially if they go 
on with their warlike activities there. 

Besides all of this, there is being 
produced annually a billion dollars of 
new gold, and that production is con- 
tinually increasing. 
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What I foresee for the future, jn 
the banking situation, is a continued 
growth in deposits, because every 
dollar of gold that comes into the 
country is added to bank deposits— 
every single dollar. That is going to 
continue. 

We have today this unprecedented 
situation where these member banks, 
in which you and I keep our money, 
have at the Federal Reserve Banks, 
which are the central banks of the 
country, an amount of bank reserves 
that is in excess of all that the old 
law required, which was about two 
billion, 700 million dollars. We have 
now two billion, 900 million dollars 
in excess of that; and we shall soon 
have three billion dollars over and 
above what the law requires. 

Besides all of that, there is at the 
United States Treasury two billion, 
800 million dollars in gold which is 
simply being hoarded and against 
which no gold certificates have been 
paid out. When that is paid out, 
that will all become additional re- 
serves at the banks. On top of all 
that, all the gold that is coming into 
ithe country in the next vear and a 
half, say, will become additional re- 
serves in the banks. 

We have passed a new banking act 
which is intended to make it much 
easier to use the banking capacity of 
the country for the purpose of sup- 
porting industry and to use it for the 
purpose of stimulating business. It 
is going to be used; and is going to 
be largely in the hands of a board 
of governors, as they are now going 
to call the Federal Reserve Board, 
who believe in using it to stimulate 
business. 


No Commensurate Increase 
in Commodity Prices 


One curious thing puzzles the 
economist a great deal. This most 
amazing thing is that, with all this 
increase in gold and with all this 
increase in bank deposits and with 
all this changing of the monetary 
standard, we have had in this coun- 
try and in the world no increase in 
commodity prices that is at all com- 
mensurate to the increases that one 
would have expected, in view of the 
changes that have occurred on the 
monetary side. 

If you had told any group of repu- 
table economists or any group of 
reputable bankers or business men 
what would happen if you devalued 


the dollar by 40 per cent and if 
thereupon you got an increase ol 


three billion dollars in the gold stock 
of the country and if your bank de- 
posits got up to within five billion 
dollars of the 1929 level by 1935, 
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they would all have told you the com- 
modity price level would probably 
jouble or would certainly go up in 
the ratio of 100 to 60. 

| think they would all have told 
ou the commodity price level at this 
time would have been well above the 
rice level which prevailed back in 
1929. It is not there. The wholesale 
rice level is still 20 per cent under 
1926, which was about 15 to 18 per 
ent under ’29. 

It went like this: We were down 
n the price level, generally speak- 
ng, of the Bureau of Labor Index 
immber to 60 back in March, 1933, 
nd between then and September, 
1933, we went from 60 to 70; and all 
the time from there to here, with 
i] the processing taxes and all the 
est of it, those prices have only 
ne from 70 to 80. 


Why Have Prices 
Not Risen in Two Years? 


There they stuck for the good 
art of the year. The _ prices 
commodities other than farm 


roducts have been stationary for 
ractically two years and haven't 
moved at all, to speak of. That is 
puzzling phenomenon. 

If you ask me why they haven't 
rone up, I resort to the old explana- 
m I always used to resort to back 


25 and ’26 and ’27. When the 
eople thought that, with all the 
redit expansion of that day, we 


ould surely have rising commodity 
rices, I used to say simply this: 
You can’t have a rise in commodity 
until the demand for things 
xceeds the supply at the old price. 
As long as corporations and individ- 
als can produce the goods and make 
profit at the old price—and your 
rofit rises very rapidly as your 
lume expands, as a rule—just that 
ng prices won’t rise materiallv. 
And they did not rise. From ’23 and 
2% on to ’29, they fell and did not 
se. That is a thing you want to re- 
ember. When you hear people talk 
dout the great price inflation of 
1929, it simply is not true. There 
a no inflation in commodity prices 
'29, either agricultural or non-ag- 
cultural. There was inflation in se- 
irity prices, perhaps, and in build- 


ie 
igs. 


rices 


I don’t see any prospect at all that 
ir factories or our farms will, for 
‘everal years to come, fall short in 
‘heir ability to meet the whole de- 
tand for goods at these prices that 
¢ have right now. We have to get 
‘ack to clear beyond the level of 
929 in production before prices are 
id up very much. They will be bid 


i) a little, but not very much. 
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COMING 
CONVENTIONS 


Minnesota Telephone Associa- 
tion, Radisson Hotel, Minneapolis, 
January 28, 29 and 30. 

Nebraska Telephone Associa- 
tion, Hotel Clarke, Hastings, Feb- 
ruary 12 and 13. 

The Texas Telephone Associa- 
tion, Baker Hotel, Dallas, March 
10, 11 and 12. 

Wisconsin Locally Owner Tele- 
phone Group, Park Hotel, Madi- 
son, March 24. 


Wisconsin State Telephone As- 


sociation, Park Hotel, Madison, 
March 24, 25 and 26. 
lowa Independent Telephone 
Association, Hotel Fort Des 
Moines, Des Moines, April 7, 8 
Ohio Independent Telephone 


Association, Deshler-Wallick 
Hotel, Columbus, April 22 and 23. 

Indiana Telephone Association, 
Claypool Hotel, Indianapolis, April 
29 and 30. 

Kansas Telephone Association, 
Hotel Sunflower, Abilene, May 12 
and 13. 











I think that, provided we don’t 
break up our whole system by po- 
litical errors or by war, you and 


I will live to see a steadily-rising 
price level during the next 15 to 20 
years just as we did from 1897 to 
1910. But I don’t believe we shall 
see any rise of price level in the field 
of commodity prices. 

There is one way in which you 
might bring it about. If you attack 
directly the cost of production and 
raise that first, then with all this 
credit outstanding and with encour- 
agement to use that credit in indus- 
try through the board of governors 
of the Federal Reserve System, you 
could get your prices up somewhat. 

That is what we did in the codes, 
you There we proceeded di- 
rectly to raise the price of labor, on 
the one hand, and to raise the price 
of agricultural products on the other 
with the AAA, and we got the prices 
up some. Even at that, we haven’t 
had much of an increase. Our price 
level stands at 80 as against 1926. 

It is a confusing situation. But 
one thing is sure: the factors in it 
that are operating now, and all the 
factors making for change in the fu- 
ture, will probably operate on the 
side of business activity and busi- 
ness revival and better profits and 
greater purchasing power. 

There are one or two things I want 


see. 
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to say further. First of all, we are 
going to get a lot more gold. The 
gold influx hasn’t ceased. In Eu- 
rope, England is by far the safest 
place in which to put funds. All 
of the European countries are apt 
to become involved in war at some 
time or other. 

You would put your funds where? 
You would put them in the United 
States. Here is a great country, 
with about 125,000,000 people, pro- 
ducing—on an average—twice as 
much per person as any other na- 
tion on the face of the earth, except- 
ing the English colonies like Canada 
and Australia. 

These countries are producing an- 
nually one billion dollars’ worth of 
gold. Russia, on top of that, ex- 
pects to produce 200 or 300 million 
dollars’ worth of gold and work up 
to 500 million dollars’ worth. What 
is Russia going to do with that gold? 

She is going to keep some of it 
and put it in bank reserves. She al- 
ready has some eight million dollars 
of bank reserves. She is going to 





send some to Germany, a little to 
France and a lot to the United 
States. Why? Because we make 


things that Russia needs. What she 
sends to Germany, Germany will send 
over for other things. 

Do you realize that automobile ex- 
ports amount to 530,000 cars? That 
is what Europe wants. Why? Amer- 
ican cars—as the German automobile 
director once said to me—are not 
only cheaper than the European car; 
they are so much better. Europe 
wants American machinery because, 
for the most part, it is efficient ma- 
chinery. They want American tele- 
phones, too. 

We are going to have a big flow of 
gold into this country. I don’t see 
why a nation in that situation—if it 
leaves the situation alone and al- 
lows those natural forces which 
brought us to revival to work them- 
selves out—can’t have a period of 
prosperity such as we had from 1897, 
1898 up to 1910. 


Most Remarkable Pros- 
perity Known in History 





Let me reiterate once again, what 
I said to you when I talked to you 
in 1930 or 1931, that the period from 
1920 or 1923—-wherever you please 
to start—to 1929 was the most re- 
markable period of prosperity with- 
out any exception, that any nation 
ever passed through at any time in 
the world’s history. 

Whenever anybody talks to you 
about fictitious prosperity, ask him 
this: Who produced the goods that 
we consumed? 











We produced the goods that we 
consumed. After all, prosperity is 
a matter of producing goods and 
enjoying them, whether it is cloth- 


ing, food, houses or refrigerators 
or whatever they may be. 
Is there any reason under the 


shining heaven why a nation hasn’t 
the right to consume the goods that 
it produces? Certainly every na- 
tion .has the right to produce every- 
thing that it can consume; and vice 
versa, it has the right to consume 
what it produces. 

We produced the goods that we 
consumed from 1923 to 1929. It 
was an amazing period of prosperity. 
I don’t think it was as amazing as 
the one you are going to see ahead 
of you. 


What About the Building Boom? 


You wonder what about the build- 
ing boom. I think we are going to 
see the most amazing building boom 
in the next 10 years that we have 
ever seen. I think we are going to 
rebuild an enormous amount of 
structures, both business and resi- 
dential. I think we are going to 
have an enormous expansion of resi- 


dential building in the suburban 
areas. 

Do you realize that the city of 
Detroit, Mich.——and you will re- 


member that was a by-word in ex- 


travagance and in wild, fictitious 
prosperity back in 1933—has a 
shortage of houses today, actually 


and literally? 

Why? Well, for various reasons. 
a lot of the houses are pretty old and 
obsolete. People neglected their 
maintenance during the depression, 
especially around 1932 and 1933. 
Taxes were so high that people tore 
down many of these houses and 
made parking lots. 

That is a city that came out of 
the depression on the old pattern 
absolutely. There is a housing short- 
age. The old houses weren’t worth 
leaving there; they weren’t worth 
paying taxes on. 

Obsolescence is what makes con- 
struction of all durable goods, loco- 
motives, freight cars, machinery or 
whatever it may be. 

In the city of Lansing, Mich., 
where they have had a great auto- 
mobile boom because of the popu- 
larity of some cars manufactured 
there, they also have a housing short- 
age. 

We are going to have a labor 
shortage. Have you gone to the 
tailor lately? Clothing is semi-dura- 
ble goods. You have been wear- 
ing out the old clothes you bought 
all the way from ’26 up to ’31. 
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If you go down to your tailor, lo and 
behold, wonders of wonders, you 
have to wait 25 minutes before they 
even show you a piece of goods be- 
cause there are so many people there. 

How did it happen? Everybody 
is mystified by it, but it is exactly 
what happens after every depression. 

You are going to have an immense 
reconstruction of business building. 
That is obvious, isn’t it? All offices 
from here south, all office buildings 
in Washington, D. C., and in Rich- 
mond, Va., in Pennsylvania and in a 
great part of this country south of 
here are obsolete if they aren’t air- 
conditioned, aren’t they? 

Air-conditioning is coming. Ho- 
tels will have to be air-conditioned. 
Many of them won’t be worth doing 
anything to. They are going to tear 
them down and put up new ones 
with money at 2% and 31% per 
cent. Finally, we are going to re- 
build the downtown sections of all 
these cities for the purpose of mak- 
ing them suited to serve all the needs 
of a motorized population. 

People ask you what economics is. 
That is a simple question. It is that 
human interest which is concerned 
with the scarcity of goods that you 
want in order to live the kind of a 
life you want to live and to main- 
tain that kind of standard you want 
to maintain. 

Goods are scarce after six years 
of depression, aren’t they? Your 
clothes are the simplest case, the 
linen at home, the sheets on your 
beds, the carpets on your floors. The 
furniture is not worn out but ob- 
solete. 

Scarcity is created with every de- 
pression for two reasons: One, by 
wear and tear on things; and, sec- 
ond, by obsolescence, which is cre- 
ated by invention in every industry 
—and your industry is no exception, 
So at the end of every depression it 
isn’t surprising that people want 
goods, and lots of them. 

The first thing people say is what 
they said in 1923; that the boom 
of that year, which topped 1920 in 
volume of output, couldn’t possibly 
last because, they said, there was a 
kind of deficit of goods which had 
been created by the war and by the 


depression of 1921, and they had 
made that up in 1923; so we would 
have to have another depression 


after that. 

There is nothing in that because 
the human mind, especially under 
the spur of inventive genius, can 
develop wants so much faster than 
you can supply them. You always 
have the wants. 

One thing I can predict to you 
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is that goods will be produced py 
labor that works fewer hours than 
it used to work, and they will be 
produced by labor which very pres. 
ently, when we get into rea! pros. 
perity, will have just as many pay 
dollars as they had in the pay ep- 
velope in 1921, for fewer hours. 
Take, for example, the automo- 
bile industry, about which we have 
heard so much this year because jt 
has made a considerable revival. 
The labor used to work 46 hours, on 


an average, in ’29. It works 36 
hours now, 10 hours less. People 
regard that as natural. It doesn’t 


get quite as much yet, but it 
six cents an hour more in 
than it did in 1929. 

Why not? A lot of people have 
talked, you know, about doing some- 
thing for labor, about giving them 
shorter hours and higher wages; but 
there is one way in which you can 
give labor shorter hours and higher 
wages, and that is by equipping it 
with more productive machinery 
and more energy to run it. You 
can’t make a standard of living out 
of anything except the goods you 
produce. 

If you want to see how the thing 
works, look at Russia. Remember in 
1931 we were all worrying about 
what was going to happen when 
Russia got to competing with us 
She was just going to lick the whale 
out of us in international trade; 
she was going to make these goods 
and just flood the world with them. 

There were two things wrong with 
that theory: It isn’t easy t 
increase the volume of goods. You 
don’t get from where Russia is t 
where we are by evolving a five- 
year plan and casting your vote 
for it. In 50 years Russia may get 
half the way to where we are in vol- 
ume of output per person, but she 
will have to have a lot of luck. That 
is not because of the system of gov- 
ernment but because it takes time 
to get from here to there. 


Russia Needs 
Own Manufacturers 


gets 
wages 


so 


Second, even if Russia does pro- 
duce the volume of goods that we 
do, she won’t export them because 
she will absorb them into the stané- 
ard of living. The thing that hap- 
pens to the great mass of goods 
that any nation produces—whether 
the United States, Russia, Ethiopia. 
or whoever it is—is that it is blotted 
up into the standard of living. That 
is what people produce goods for. 
We have great wants and we are 
multiplying them every day, and 
we are going to have productive 
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lume and prosperity commensu- 
rate to it. 

There is the problem of public 
debts and budgets—a serious prob- 
lem but not one that will greatly 
stop prosperity. I think prosperity 
is here and is bound to continue. 

There are two things, of course, 
that can interfere seriously with 
prosperity: One is war. What will 
happen in that respect, no one 
knows. The other thing is politics. 
In a democracy there ought to be 
ways of protecting oneself against 
the latter, if we can only make the 
people see a few fundamental things. 

But, barring those two things, not 
mly are we in a period of business 
revival which I think will carry 
s, within 18 months or two years, 
to the level of 1929—it won’t look 
so high because there are more of 
is and we have better machinery— 
ut there will be just as many goods 
) consume. 

I believe that over the next dozen 
to fifteen years, if we can avoid 
political mistakes and political in- 
anities, we are due for a long, sus- 
tained period of prosperity such 
as we had after 1897. 


How Shall We Pay 
the Public Debt 


How 


are we to pay the public 
debt? I am not greatly concerned 
vith the public debt at this point, 
' we now go on and follow the 


ery simple political principle that 
you must keep your budget in bal- 
ance. We can’t go on for any length 
if time spending a great deal more 
than we take in by way of taxes. 

First of all, I think it is possible 
to balance the budget and, with 
any growth in prosperity, to bal- 
ince it fairly easily. We have very 
heavy taxes on the books now. Wait 
ntil you pay the income taxes next 
vear and you will notice it. 

Second, I believe that with the 
eturn of prosperity we shall have 
i very considerable decrease in the 
relief burden. So I don’t look for 
creat budget deficits. 

If the Social Security Act should 
be held constitutional the amount 
if money collected out of payrolls 
for that will be large. It will run 
into the billions. Under the law 
all of that has to be used to buy 
government bonds. I foresee, with 
the repayment of money that peo- 
ple have borrowed from the RFC 
and other governmental agencies 
and with the increase in taxes, we 
shall probably have a balance be- 
tween receipts and expenditures 
much sooner than we had thought. 

All of that means that your gov- 


ernment will have a very good 
standing. With good standing for 
government credit, it is my guess 
that the total public debt will bear 
a rate of interest not over 2% per 
cent and very likely 2 per cent. It 
may even be less than that. 

How large is the public debt to- 
day; that of the Federal government, 
I mean. It is less than 30 billions 
of dollars, which is less than we 
thought it was going to be. It may 
run up to 35 billions. Two per cent 
on 35 billion dollars is 700 million 
dollars, isn’t it? 

Undoubtedly a sinking fund will 
be added to the interest sufficient 
to extinguish the debt in some 30 


years. They can do all that and 
still have the total sinking fund 
and interest burden less than one 
billion dollars. 


The facts of the matter are that 
in four different years, between 
1920 and 1929, the interest and sink- 
ing fund on our public debt amount- 
ed to one billion dollars. The trick 
of the whole thing is in this change 
in the interest rate. This is one of 
the important facts in this situa- 
tion, one of the important ones that 
you must not overlook. 

Of course, you say that leaves the 
principal. It doesn’t, of course; 
the sinking fund will extinguish the 


debt in some 35 years; that is, 
after all, a short time in which to 
extinguish a public debt, even in 


this country. 


Shall We Have 
Currency Inflation 


Are we going to get the business 


situation cleaned up without cur- 
rency inflation? I don’t see any 
reason why we should have cur- 


rency inflation except in this sense: 
We are going to have a lot more 


credit outstanding; meaning by 
credit outstanding a lot more de- 
posits in the banks. The banks, 


instead of running up to 55 billions 
as they did in 1929, will run up to 
75 billion dollars in deposits. 

Al the present moment the dol- 
lar buys more than it did in 1929; 
that is, prices are still lower than 
in 1929. As I said previously, I 
don’t look for any rapid increase in 
prices. I think it will take a good 
deal of prosperity to get the prices 
up to the 1926 ievel or even the 
1929 level. 

I am not one of those who be- 
lieves that this mere possibility of 
increasing credit will put com- 
modity prices up. Before com- 
modity prices go up, you have to 
go through these stages: You first 
have to have the purchasing power. 
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You can’t have it in gold these days. 
In the old days you could dig it out 
of the ground. You have it in the 
shape of money in your pockets or 
bank credit. 

Then you have to decide to take 
that bank credit and spend it for 
something. And you have to decide 
to spend it even though prices are 
rising or maybe because prices are 
rising. Just the moment your prices 
are rising a little bit and you stand 
there demanding another automo- 
bile, let us say, or some more tex- 
tiles or whatever it may be, what 
happens? 

After a depression, during the 
early stages of recovery you simply 
have an increase in production, a 
lot more men are put to work and 
a lot more products turned out. You 
don’t have much rise in price, do 
you? 

I don’t see how, in the next two 
years, we are going to have any 
very great rise in commodity prices. 
We are standing at 80 now. It so 
happens that it is a little above 80 
for agricultural prices (80 per cent 
of the 1926 level) and a little be- 
low 80 for all other commodities 
than agricultural products. I am 
speaking now of agricultural prod- 
ucts without the processing taxes. 

If we should go from here to 
100—that is, if we should go back 
to the ’26 level or even the ’29 level 
in two years of commodity prices— 
I should be surprised. At least I 
should be surprised if we went be- 
yond that. There is this old law 
of supply and demand. 

e*e @ 


Recent Prices in 
the Metal Markets 


New York, N. Y., December 16: Cop- 
per—Quiet; electrolytic, spot and fu- 
tures, 9.25c per lb.; export, 8.70c. Tin 


Steadier; spot, and nearby, 49.87c per 
lb.; futures, 47.87c. Iron—Quiet, No. 2, 
f. o. b. eastern Pennsylvania, $20.50 per 
ton; Buffalo, $19.50; Alabama, $15.50. 
Lead—Steady; spot, New York, 4.50@ 
4.55¢e per lb.; East St. Louis, 4.35c. Zine 

Dull; East St. Louis, spot and future, 
4.85¢c per lb. Aluminum—19.00@22.00c 
per lb. Antimony—Spot, 14.50@14.75c 
per lb. Quicksilver—$75.00@77.00 per 
flask of 76 Ibs. Wolframite—15.75@ 
16.00e per Ib. 
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The Texas Telephone 
Convention, March 10-12 


Secretary H. M. Stewart, of the Texas 
Telephone Association, Austin, an- 
nounces that the annual convention of 
that association will be held on March 
10, 11 and 12 at the Baker Hotel in 
Dallas. 
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FCC Hearings on Company Control 
by Bell Through 


Minority Stock Holdings 


WITNESSES FOR INDEPENDENT companies at Gales- 
burg and Sycamore, Ill., at hearing in Chicago before 
FCC examiner, deny management or policy control 
by Illinois Bell Telephone Co., a minority stockholder. 
Official of Galesburg company testified that equip- 
ment and supplies are purchased only from Inde- 


pendent telephone manufacturers and 


told why 


these companies are essential to Independent group 


HE FEDERAL 
Commission 


Communications 


has commenced its 


the cases of various 


hearings in 


Independent companies to determine 


whether they are under the commis- 


sion’s jurisdiction. The commission 
contends that the Bell companies, own 
ing minority stock interests in the Inde 


pendent companies, exercise control of 


thus 


them and that these companies are 


the cases 


under the FCC's authority. In 


¢ 


of two companies, it has ruled that they 


are engaged in interstate commerce be 


causevof leasing loops to radio broad 


casting stations and are thus under the 
ecmmiission’s jurisdiction 


Last week at Jefferson City, Mo., the 
Cass County Telephone Co., of Harri 
sonville, Mo., presented witnesses at a 
hearing on December 11 who testified 
relative to the control of the company 
in which the Southwestern Bell Tele- 


phone Co. has a 50 per cent stock in 
terest 

On December 13 at Jefferson City a 
hearing was held in the case of the 


of Jefferson 
stock 
interest of 36 per cent held by the South 


Capital City 
City. 


Telephone Co., 
In addition to the minority 


western 
City 
nishing a 


Bell Telephone Co. in the Cap- 


ital company, the matter of fur- 


loop to a radio broadcasting 
station was involved. 
Two company witnesses testified that 


wires only were leased to the radio sta- 


tion, no current for their operation be- 
ing supplied by the company. Another 


witness connected with the radio broad- 


casting station gave similar testimony, 


definitely indicating that the telephone 
company has nothing to do with the 
wires, outside of their physical owner- 
ship. 

This week on Monday, December 16, 


and Wednesday, December 18, hearings 


14 


sell 


stockholdings, 


were held in Chicago relative to 


control, through minority 


of the Intra State Telephone Co. at 
Galesburg. Ill., and the DeKalb-Ogle 
Telephone Co. at Sycamore, Ill Wit- 
nesses for both companies were em 
phatie in their statements that the IIli- 
nois Bell Telephone Co. does not and 
has not exercised any management con- 
trol or dictated company policies by 


virtue of its minority interests 
Hearing on Intra 
State Company's Case 
The Intra State company placed three 
witnesses on the stand at its hearing on 


December 16 and examined 


by Wilfred 


they 
Arnold, of 


were 


Galesburg, attor 


ney for the Intra State company 

The cross-examination was conducted 
by Miss Elizabeth C. Smith, attorney 
of the FCC, and Chief Examiner Arnold. 

The first witness was Sidney Nird 
linger, of Galesburg, secretary of the 
Western Investment Co. and also vice 
president of the Galesburg First Na- 
tional Bank and a director of the tele- 


phone company. Mr. Nirdlinger testified 


as to the Western Investment Co. and 
its interests in the Intra State com- 
pany. 

He stated that the stock in the tele- 


phone held by the Western 


Investment Co., is owned by individuals, 


company, 
all residents of Galesburg. He was ques- 
tioned as to proxies at the annual meet- 
ing of the company stockholders last 
January and also the number of stock- 
holders present. Mr. Nirdlinger testified 
that he did not hold stock in either the 
Illinois Bell company or the American 
Telephone & Telegraph Co., and neither 
did the Investment 
F. €. 
director of 
was the next 


company. 

Woods, general manager and a 
the Intra State 
witness. He testified that 
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the company is not engaged in interstat: 


commerce and handles interstate busgj 
connection 
Illinois Bell Telephone Co. 


in Galesburg 39 


ness only through with th 
He has lived 
years and is engage 
only in the telephone business 


He named the officers of the company 


and stated the businesses in which the 
are engaged. They are all Galesbur: 
men, having lived there for many years 


the 
trolled directly or 


and none is in employ of or cor 


indirectly by the Ill 


nois Bell Telephone Co. In addition t 
the officers, A. R. Bone, secretary ar 
treasurer of the Illinois Bell, and P. J 
Ramsey, general manager, state area 


Bell, are directors of the 
State company. 


of the Illinois 


Intra They are the onl 


Intra State company directors who hay 


any connection with the Illinois Bel 
company 

Mr. Woods testified that neither M 
Ramsey nor Mr. Bone had ever tried t 
dictate as to the policy of the Int 


The 


contract 


State Intra State con 


company. 
binding it to bu 


supplies from the 


pany has no 
iny equipment or 


does not | 


Western Electric Co. and ur 


“hase from the 
fied 


Mr. Woods 


latter company, he test 


his 
to a 


stated that company 


has no loop or wire leased radi 


roadcasting station 
In response to 
Woods 
colpany 

from Kellogg Switchboard & Supply C 
Telephone Mfg. Ci 
Electric Co., in additio 


questions from Miss 
stated that the Int 
equipment 


Smith, Mr 


State 


purchases 


Stromberg-Carlson 


ind Automatic 


to materials and supplies, such as poles 


crossarms, wire and cable, from othe 


Independent suppliers which he mel! 


} 


materials or st 
the Wester! 


tioned. No equipment, 


plies are from 


Electric Co 


purchased 


At one time, he stated, the Intra Stat 


company purchased stations frow 
Western 


unable to 


pay 
Electric Co. because it was 
otherwise. For 


the 


obtain them 


a while after the consolidation of thé 
Central Union and the Galesburg Union 
companies in 1917, some parts for Cet 


tral Union (Bell) equipment were pur 
chased from Western Electric. 

The engineering service of the Intra 
State company is provided by Mr. Woods 
and F. C. Turpin, the company’s traffic 


engineer. 
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In reply to questions by Examiner 
Arnold, Mr. Woods emphatically stated 
that the company does not consult with 
Mr. Ramsey of the Illinois Bell on com- 
pany management. The Intra State com- 
pany does not buy from the Western 
Electric Co. “because we have to sup- 
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PUTTING JOY INTO GIFT GIVING 
By MISS ANNE BARNES 


Traveling Chief Operator. Iowa Independent Telephone Association, 


. . ) . " 
port the Independent manufacturing Dee Welus, tous 


conipanies. It is to our interest to keep “And the wise men from the East came bearing gifts of 


gold, frankincense and myrrh” to show their joy in the birth 
of the Prince of Peace, in fulfillment of prophecies of old. 
At this very time Israelites from near and far were journey- 
ing to the city of Jerusalem for the purposes of paying 


these companies going. We have an au- 
tomanual switchboard, purchased from 
the North Electric Mfg. Co., a common 
battery toll board obtained from the 


ta Kellogg Switchboard & Supply Co., P. B. tribute (taxes) to the Roman emperor, for they were a cap- 
Dus X. boards secured from the Strombereg- tive people. There was no joy in these transactions. 


Carlson Telephone Mfg. Co., and some Webster defines the word “gift” as “Anything voluntarily 


transferred from one person to another without compensa- 
tion.” 

There is so much in the way of giving and so little left, if 
the spirit of the giver is lacking. Someone has said: “A gift 
without the giver is dead.” 





matic bought from the Automatic 
Sf Electric Co.” 


aut 


Because of this, Mr. Woods pointed 
pal ut, it is essential that the Independent 
manufacturers be supported and kept in 


uM operation. The Christmas season gives us a glorious opportunity to 
ears The company’s management is en- show our good will to our fellow men, to show, in a concrete 
col tirely in his hands. On expenditures way, our affection for those near and dear to us. But unless 
Il amounting to $10,000 or $20,000 or so good will and affection accompany the gift, it would be better 
mn approval is ordinarily obtained from the that we dispense with the gift-giving. 

ar board of directors, but it is not required. The greatest joy is found in presenting gifts to those 
P The Intra State company has no con- utterly unable to reciprocate. The “exchange” of gifts 
area tract obligating it to purchase supplies among friends and relatives carries with it a certain amount 
f th from any company. No officers of the of pleasure (and some disappointment). Oftentimes it has 
onl Illinois Bell company visit the Intra the odium of an obligation—a tax, socially speaking. There 
h State officers on business or to give ad is oftentimes a feeling of compulsion—a strain upon the 
Be vice. Mr. Woods testified, in closing, “voluntary” aspect of the transaction. 
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that he owns no stock in the Illinois If you haven’t already learned how to really appreciate the 


De Dee De De De De Dee Dea De De ee eee ee Dee De De Be Be i De De Bs Be De Be Be De Pe Ee Bi De es Be Be De De Be Be i Di De Die DDD Di DMM: 


r M Bell company or in the A. T. & T. Co ¥ spirit of Christmas Tide, hunt up someone who has little of 
ad t Ralph G. Roadstrum, secretary and ¥ happiness in this world and present him (or her) with some 
Inti commercial manager of the Intra State 4 carefully selected gift that is within your means. You will 
con company, was the concluding witness. ¥ find as much joy as the recipient in such gift giving and find 
» bu He has been employed by the company 4 the real meaning of Christmas. 
1 the since its organization and was never w& 
employed by the Illinois Bell. He out 4 
test ined how the Illinois Bell company re- “Seda MAAaAAAIATAATAIAAAAATIAIWAIAWAWIAZAIIAIAIIIIVIIIIIIWIIN 
ceived its original holdings of stock and 
npan bonds of the Intra State company through about $83,000. The bonds being payable mous vote and the Illinois Bell com 
radi a consolidation of the Central Union and to bearer, he did not know the exact pany has never nominated more than 
the former Galesburg company in 1917. amount that the Illinois Bell has two directors. It has never voted any 
Miss The bonds and stock were given in pay At the last annual meeting of stock stock at the stockholders’ meetings othe! 
Intr ment for the Central Union company’s holders in January, 1935, 6,367 shares of than its own, Mr. Roadstrum testified 
pment property, and its value was determined stock were represented. The stock otf “There never has been any default in 
ly C by appraisal. the Illinois Bell company was voted by interest payments on the bonds of the 
Cr Early in 1926 the Intra State company Mr. Bone. He also voted five shares of company,” he added. 
ditic was erenutend and additional stock is- stock which he owns individually to In response to a question concerning 
poles sued The Illinois Bell received its qualify as a director. Mr. Ramsey also engineering matters, Mr. Roadstrum 
othe proportional share, doubling its hold- owns five shares for the same purpose. stated that no one is consulted outside 
mel ings. The Illinois Bell has since in- Mr. Roadstrum stated that he has no of the company relative to engineering 
yr st creased its holdings through purchase business other than secretary and man He stated that the company had filed a 
ester! of some of the stock held by two large ager of the company. No officer of the response to the FCC's order No. 6 within 
stockholders. These stockholders were company is employed by or indirectly the last 30 days. 
| State George B. Churchill, president of the controlled by the Illinois Bell In reply to questions by Miss Smith, 
fro! company, and L. Weinburg, secretary The company’s stockholders mostly re attorney for the- FCC, Mr. Roadstrum 
it was Upon the deaths of these men, their side in Illinois. The Illinois Bell owns _ stated that the Illinois Bell is the larg: 
For holdings of approximately 1,000 shares 37.53 per cent of the Intra State com- est corporation stockholder of the 7,000 
of the were put on the market. The Illinois pany’s stock or 2,627 shares. Of the re- shares of the company. The Western In- 
Uniot Bell secured 556 shares at that time and mainder, 56.3 per cent is owned by stock- vestment Co. is the next largest holder 
rr Ced later acquired 71 shares with the con- holders residing in Illinois and 6.2 per O. N. Custer, president of the Intra State 
re pur sent of the Illinois Commerce Commis- cent by stockholders outside of Illinois. company, is next largest, owning 191 
sion This makes a total of 62% percent or shares, according to the company’s rec- 
Intré The company’s capital stock is $700,- 1.370 shares of the company that are ord. Mr. Custer is president of the 
Woods 000, all issued, and the bonds total owned, outside of the stock of the Illi- Galesburg First National Bank, pub- 
traffi $300,000. Of the bonds, Mr. Roadstrum  nois Bell. lisher of a Galesburg newspaper and 
surmised that the Illinois Bell owned The directors are elected by unani- is also interested in other Galesburg 
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president or 


business enterprises as 
director. 

Mr. Roadstrum stated that the com- 
pany has a traffic agreement with the 
Illinois Bell company which covers the 
method of division of toll receipts as 
fixed by a schedule. The only other con- 
tract which it has with the Illinois Bell 
is one covering pole contacts. It has no 
contracts with the A. T. & T. Co. 

Examiner Arnold asked questions rel- 
ative to the company’s bond issue which 
matures in 1947. The company’s 


gross 


operating revenue for 1934 was given by 
Mr. Roadstrum as $244,868.33. The In- 
tra State company is a member of the 
United States Independent Telephone 
Association and of The Illinois Tele- 
phone Association, but has no contracts 
for services with either association. 
The Illinois Bell Telephone Co. is also a 
member of the latter association. 

At the last annual meeting of stock- 
holders, about 40 were present and oth- 
ers sent in proxies to a proxy commit- 


tee. There are about 160 stockholders, 


Decision Reserved 
In Bell Injunction Suit 


Against FCC 


FEDERAL COURT in New York stays execution of 
FCC accounting order pending its consideration of 


Bell injunction suit. Both sides given until January 


10th to file and exchange briefs 


A STATUTORY court in New York 
City, composed of Judges Martin T 
and Augustus N. Hand, of the Ci! 
cuit Court of Appeals, and Judge John 
Cc. Knox, the United 
States District December 14 


reserved 


Man 
ton 
senior judge of 
Court, on 
the 
government to 
injunction to 


decision on request of the 


Federal deny an inte! 
the American 
Telephone & Telegraph Co. in its suit to 
prevent the Federal 
Commission from putting into effect on 


January 1, June 19 


locutory 
Communications 
its order of requil 
ing a uniform 
telephone companies. 

The court in reserving decision, 
until January 10, to 
and file briefs and stayed the execution 
of the order, pending determination of 
the suit. 

The order of the Federal Communica- 


system of accounts for 
gave 


counsel exchange 


tions Commission requiring the uniform 
system of accounts for telephone com- 
panies was assailed as arbitrary and un- 


> 


constitutional on December 13 by attor- 


neys for the American Telephone & 
Telegraph Co. The proposed system of 
accounts completely upsets established 


accounting practices and would require 


the telephone companies to carry false 
and misleading entries on their books. 


Edward L. Blackman and C. M. 
len, counsel for A. T. & T. Co 
sidiaries, told the judges. 


Brace- 


16 * 





and sub- 
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The would cost of 
$10,000,000 on the companies, it 
The intent of this 


“to require us to keep wrong books and 


system impose a 
Was 
estimated order is 
to force wrong figures down our throats, 


ultimately to mislead the public,” Mr 
Blackman declared. 

He attacked the 
different 


counting,” 


“completely new and 


theory of original costs ac- 
which would require the com- 


panies to enter in their books for prop- 


erties purchased from other utilities, 
not what they paid for them but what 
the property cost the first utility ‘“con- 
tributing the property to the public 
service.” 

Pointing out that since 1913 the tele- 
phone companies have kept their books 
under supervision of the Interstate 
Commerce Commission, Mr. Blackman 


said the original costs figures under act 
of Congress were available to rate-mak- 
ing | and any 
time. 

He contended the companies 
not now be required to go back into the 
past and revise all their books. He said 
only one-third of the properties ac- 
quired by the A. T. & T. Co. had been 
acquired by purchase and would be sub- 
ject to the order. 


bodies commissions at 


should 


Mr. Blackman declared further that 
the order was unconstitutional in that 
it exceeded the authority of the FCC 
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Mr. Roadstrum testified. Asked concern. 
ing the auditing of the books, he stated 
that two stockholders were selected at 
the meeting to make an audit, in addi- 
tion to his own audit. 

In completing the record of the hear. 


ing Miss Smith filed certified copies 
of the company’s reply to order No. § 


and the questionnaire of the commis. 
sion. Also included were certified copies 
of some letters and a telegram. 
Certified copies of affidavits made last 
(Please turn to page 25 


unsound accounting 
system, especially in its retroactive re- 
quirements. 

Mr. Bracelen objected strongly to the 
that all payments should 
be entered “at a just and reasonable 
amount” and any excess charged against 
surplus. This, he declared, 
was unheard of in any established ac. 
counting practice. The commission set 
itself up as the authority to decide the 
payment, he said 
He declared the penalties provided for 
“false entries’ were unconstitutional be- 
the forth 


by setting up an 


requirement 


income or 


reasonableness of a 


cause crimes set were too 
vague 

Disagreement and opposition to these 
views were expressed at the hearing on 
Harold F. Collins, spe- 
United States attorney 
general, and Albert E. Stephan, counsel 
Frank Roberson, as- 
the commis- 
sion, and John E. Benton, representing 
the National Association of Railroad & 
Utilities Commissioners, also argued 
the the telephone 
the 


December 14 by 
cial assistant 
to the commission. 


sistant general counsel to 


against position of 


company and opposed granting of 
the injunction. 

Government counsel held that the in- 
junction should be denied because it is 
in the public interest that the proposed 
accounting should be set up 


They 


system 
the telephone 
failed to that the 
Federal Communications 
violated any constitutional rights, and 
that the prescribing of rules for the 
keeping of accounts under the proposed 
order was perfectly proper. 

Frank Roberson, Albert E. 
and W. D. Humphrey represented the 
commission and Harold F. Collins and 
Elmer B. Collins, special assistants to 
the Attorney General, represented the 
Department of Justice. Commissioner 
Paul Walker, chairman of the Telephone 
Division, also attended the hearing. 

It is understood that the Federal Com- 
munications Commission will delay the 
effective date of its accounting order, as 
regards the Independent companies sub- 
ject to its jurisdiction, until the pend- 
ing litigation is settled. Meanwhile the 
companies, of course, will continue their 
accounting under the present system. 


asserted company 


show order of the 


Commission 


Stephan 
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IMPROVING TRANSMISSION 






In the Small Telephone Plant 


By OTTO K. HENRY 


THIRD OF A SERIES of five articles of particular interest to maintenance 
men in small telephone exchanges. Conditions in the telephone set, in 
the line or in the central office equipment may render good transmission 
impossible. No valid excuse for poor transmission in the small plant, in 
view of inexpensive and easily-constructed line testing equipment which 
average telephone manager can make from material found about the 
average exchange or may purchase for only a few dollars. Testing of 
telephone instrument and switchboard to be discussed in next article 


have discussed high resistance 

and low insulation conditions 
n the small magneto exchange and 
the manner in which they might be 
singled out for improvement. While 
the procedure outlined beyond ques- 
tion will produce wonderful results, 
t was not intended to convey the 
idea that therein lay the solution to 
all the transmission troubles of the 
small exchange plant man. 

The fact of the matter is that 
when we have arrived at the place 
where transmission has reached 
the standard quality, our fight has 
ust begun. However, by main- 
taining a systematic routine of 
vigilance in order to observe the 
drop in quality before it becomes 
30 pronounced as to be noticeable 
to the public, the matter is greatly 
simplified. 

In this article we shall outline a 
plan that will make this very thing 
possible if consistently followed. In 
numerous cases the benefits ob- 
tained have been worth many times 
the money and effort expended. 

When connected for conversation, 
every telephone line has bridged 
across it somewhere, or cut in se- 
ries with it, certain equipment 
which may limit or reduce trans- 
mission. Even the voice-reproduc- 
ing equipment—the receiver—may 
not reproduce in standard volume. 
Every line has within itself certain 
factors which, to a greater or lesser 
extent, limit the voice currents be- 
fore reaching the station for which 
they were intended. 

All of these things tend to cut 
down the quality and quantity of 
the voice currents and, therefore, 
defeat us in our attempt to produce 


|: TWO previous articles we 
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standard transmission. While it is 
impossible to eliminate this condi- 
tion in its entirety, it is possible to 
reduce it to such an extent that it 
has little detrimental effect. 

It is thus clearly seen that in 
three parts of the telephone line- 
the telephone set itself, the line, 
and the central office equipment- 
certain conditions may exist which 





240” 240” 

6 °o 
? 40” if 
, )— 

240" 240 











Fig. 1. Diagram of Easily-Assembled Net- 

work for Testing Purposes, Having an 

Approximate Transmission Loss of 20 Deci- 

bels and Made Up of Five Non-Inductive 
Resistances. 


make the best of transmission im- 
possible. Since practically none of 
these conditions is visible, it be- 
comes necessary that we have some 
means of both recognizing and lo- 
cating them. 

There are several ways in which 
this may be done, some of which 
are quite elaborate and compli- 
cated. These may be justified in 
the larger offices, but for the small- 
er companies quite simple means 
must be employed. 

We shall assume in this article 
that you have by means of the con- 
ductivity test (described in the No- 
vember 16 issue of TELEPHONY) 
brought all your lines within the 
750-ohm transmission limit and, 
through proper clearances, removed 
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all reasons to suspect low insula- 
tion. This, however, does not guar- 
antee that, in all cases, you will be 
able to provide a commercial grade 
of transmission, since there are 
other factors entering into good 
transmission besides low line re- 
sistance and high insulation. 
Without going further into de- 
tails regarding the various factors 
affecting transmission, attention is 
called to the fact that every kind of 
business these days has some way 
of expressing or measuring the 
quantity or quality of service or 
commodity it has to sell. 


The dry goods merchants have 
their yards; electrical engineers 
their volts and amperes; lighting 


engineers have their foot-candles; 
bankers their dollars; foods have 
their calories; automotive engineers 
have their miles per hour and miles 
per gallon, and aeronautical engi- 


neers have their horsepower per 
pound. 
In the telephone engineering 


field one finds a yardstick, known 
as the decibel, being used to desig- 
nate the unit of transmission. It 
represents the loss of speech in- 
tensity occurring when a telephone 
conversation passes through ap- 
proximately one mile of standard 
No. 19 gauge cable. The small plant 
operator, however, is not much con- 
cerned in what this yardstick is or 
how it has been derived. What he 
wants to know is how he can use it 
to determine the transmission qual- 
ities, or lack of them, in his own 
plant. 

It has been determined through 
experience that 30 decibels is the 
limit of loss allowable for commer- 
cial transmission. If additional 
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losses —due to poorly - designed 
equipment or inadequate mainte- 
nance—are allowed to creep into 
the plant, the grade of transmis- 
sion rapidly falls below satisfac- 





the circuit. He will, beyond doubt, 
at once recognize the loss. 

The total loss within this line 
now becomes 9 plus 6 plus 20 or 35 
decibels—five decibels beyond the 








Fig. 2. Schematic Arrangement 
by Which Network May Be 
oe Wired in Switchboard Using 
Two Unused Subscriber Jacks 
From Which Drop Windings 
Have Been Removed or Dis- 
connected. 








tory limits, and the service is af- 
fected accordingly. 

This very condition provides us 
with a means by which we may de- 
termine, at any time, whether or 
not a certain line meets the trans- 
mission requirements. This is done 
by making a talking test over the 
suspected subscriber’s loop, after 
having inserted in the circuit a net- 
work of resistances causing a fixed 
transmission loss of approximately 
20 decibels. The introduction of this 
network into the circuit acts to arti- 
ficially lengthen the connection by 
66 miles of No. 12 gauge iron wire. 

When this is done, the conversa- 
tion, although somewhat reduced in 
volume, should be loud enough to 
be understood quite readily and 
should be natural in quality. If 
this is not the case, then this line 


has not met the transmission re- 
quirements. 
Let us say that a certain sub- 


scriber’s loop is suspected of not 
meeting the transmission require- 
ments, or maybe we are making a 
routine test to determine the effi- 
ciency of our subscribers’ loops. 
Of course, we understand that each 
loop must have a certain amount of 
loss within itself. 

in this case we shall assume, for 
illustration purposes, that this loop 
has a loss of nine decibels, which 
is equivalent to 29.7 miles of No. 
12 gauge iron wire or a metallic 
line 14.8 miles long. If we add to 
this line the 20-decibel loss in the 
artificial network, we have a trans- 
mission loss of 29 decibels, coming 
within the transmission limit of 30 
decibels and producing satisfactory 
results. 

But suppose this line has devel- 
oped a loss of six decibels in addi- 
tion to the normal loss of nine, 
thereby producing a loss of 15 deci- 
bels. When the party making this 
test converses with the distant sta- 
tion, he may be unable to detect any 
loss in the volume of transmission. 
But supposing that while this con- 
versation is taking place, he inserts 
an additional 20-decibel loss into 


22 


TELEPHONY & 


commercial limit. Troubles which 
may ordinarily be difficult or im- 
possible to detect are readily lo- 
cated by means of this talking test. 

As a rule, little change will be 
detected in the quality of transmis- 
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Fig. 3. Connections of Switching Key 
Whereby Network May Be Quickly 
Switched In and Out of Testing Circuit 


While Subscriber's Loop Is Under Test. 


sion until the loss reaches approxi- 
mately 30 decibels. At this point 
a rapid drop takes place that will 
be very quickly recognized. A line 
may have a certain amount of trans- 
mission and the quality of 
transmission apparently will be up 
to standard until that line is con- 
nected with some other line. Then 
poor quality of transmission will 
become readily apparent because 
the the two lines has ex- 
ceeded 30 decibels. 

Just so long as our several lines 
—when con- 


loss 


loss in 


or even approach the 30-decibe] 


limit. By this means we may he 
able to maintain a certain trans. 
mission standard within the ex. 
change. 


Suppose that all lines within the 
exchange are kept within an eight. 
decibel loss, equivalent to a No, 12 
iron metallic circuit 13.2 miles jn 
length and that an overall talking 
test is being made upon a line after 
a 20-decibel artificial network has 
been cut into the circuit. 

We shall still have commercia] 
transmission, because the loss has 
equalled 28 decibels, a loss 
dom encountered under ordinary 
conditions. But if, unknown to us, 
five decibels in loss has been added 
to the circuit, our equivalent will 
have become 33 decibels, and com- 
mercial transmission is not possi- 
ble. We thereby are informed that 
our line has exceeded the 
eight-decibel loss to which we are 
endeavoring to limit ourselves. 

Do not permit yourself to be mis- 
led by any high-sounding names 
which may have been used in ex- 
plaining the equipment utilized in 
making this test. Artificial line, 
resistance network, etc., do _ not 
mean complicated equipment nor a 
highly-involved procedure in the na- 
ture of its use. 

It is not an expensive matter t 
provide yourself with this equip- 
ment. Many times the necessary 
material can be found about the ex- 
change. If it should be necessary 
to purchase the material and as 
semble it yourself, the cost will not 
exceed two or three dollars and the 
equipment will be found to be worth 
many times that amount to any ex- 
change in which it is used regu- 
larly. 

The diagram of an easily-assem- 
bled network having an approxi- 
mate transmission loss of 20 deci- 
bels, is given in Fig. 1. It is made 
up of five non-inductive resistances, 


sel- 


loss 





nected for 
conversation 
—remain 
within the 
30-decibel 
limit, the 
quality of 
transmission 
will be com- 


TO ANS. CORD 





TO CORD CIRCUIT 





mercially sat- 
isfactory. 
From the 


Fig. 4. 


foregoing explanation it may be 
very readily seen that we have 
available a means by which we 


are able to keep all lines within 
certain limits so that no two of 
them, when connected, will exceed 
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Arrangement Which, by Inclusion of a Switching Key, Com 
nects and Disconnects 


the Network From the Circuit at Will. 


connected as shown, which may be 
purchased from any telephone sup- 
ply house. 

Fig. 2 


shows a_ schematic al- 


rangement by which the network 
may be wired in the switchboard by 
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FWD OPERATORS SAFEGUARDED 


AGAINST CARBON 
MONOXIDE POISONING 


S a leader in the advancement of 
automotive safety...FWD reveals 
anew development which safeguards 
FWD truck operators from carbon mon- 
oxide poisoning ... All cabs on FWD 
tucks are made gas tight ... Carbon 
monoxide detectors are used to test 
the cabs against gas-leaks...All FWD 
cabs are completely closed around the 
pedal openings, control set and holes 


inthe dash...toe boards are steel-rein- 

FWD Chief Engineer 

adjusts the carbon 

monoxide detector 
before the test 


forced against splitting and breaking. 
This is but one of the many safety 
factors embodied in FWD trucks. 


One of the modern high-speed FWD 
ne construction and maintenance 
tucks recently added to the fleet of 
Northern Indiana Public Service Co. 





FACTS ABOUT FWD TRUCKS 


Faster Service. FWD’s with 


T 


O CORD GIRCU 


.™ 


their powerful engines, wide range 
of gear ratios and four-wheel trac- 


ton cut down trip-time by being 
able to “make” the hills, curves, 
and poor going, faster than aver- 
age trucks. No necessity for over- 
speeding on the straight stretches. 


Greater Safety. Front 
axles are set back. Power, 
as well as loadon all four 
wheels, gives the FWD 
sure footing on slippery 
pavements, in congested 
traffic, and when going 
around curves. 


Fillin coupon for detailed 


Wider Range of 
Operation. Four- 
wheel traction enables 
the FWD to handle 
its regular hauling 
job easily and do the 
tough jobs as a mat- 
ter of course. 


information 


TRUCKS |: 


Greater Dependability of Ser- 
vice. Reserve power, rugged con- 
struction throughout, and true ap- 
plication of the four-wheel drive 
principle, insure continuous opera- 
tion under any condition. Backed 
by a nation-wide organization of 
parts depots and service men 
available at a moment's notice. 


Clintonville, Wisconsin 


Pressure Lubricants [J 


cy Test Cuttin 
e 


tainer [] 
Mr si 


THE FOUR WHEEL DRIVE AUTO COMPANY 


Canadian Factory: Kitchener, Ontario 


[] The Snow Removal Problem [] Use of Extreme 
Truck and Trailer Size and 
Weight Restrictions [] Effects of Front Wheel Sta- 
bility on Public Safety [] Purdue University Efficien- 
i Costs with the 
aking the Most of Controlled Power. 


Operating Economy. Definite 
Savings are made in gasoline, 
tire wear, maintenance cost, and 
other “out-of-pocket” expenses. 
This is the result of equal dis- 
tribution of power and load and 
scientific four-wheel drive con- 
struction throughout. 


FWD Road Main- 





Title 





Address 























utilizing two unused subscriber jacks 
from which drop windings have 
been removed or disconnected. By 
this means a very flexible and con- 
venient arrangement is always at 
the disposal of the operator by con- 
necting through her cord circuit the 
network between her talking set 
and the station under test. 
Another convenient arrangement 
is to connect the network in one- 
half of a cord circuit at one end of 





more definitely determine the exact 
amount of loss occurring in the cir- 
cuit under test—a network may be 
assembled whereby the loss can be 
determined in steps of five decibels 
each. 
through the use of three switching 
keys, as shown in Fig. 5. 
would, of course, make the network 
a little more expensive but the ad- 
vantages obtained might warrant 
the additional expense. 





This may be accomplished 
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Whereby Loss Can Be Determined in Steps of Five Decibels Each. 


other cord. Still another plan is to 
connect the network in the answer- 
ing cord of a pair, thereby enabling 
the operator to test through the net- 
work with either the subscriber or 
the testman in the office. If it is so 
desired, the subscriber and testman 
may make the test without the op- 
erator. 

These arrangements have the dis- 
advantage of not permitting the net- 
work to be removed from the cir- 
cuit while the test is being made. 
This feature is considered very 
valuable since it allows a compari- 
son to be made of the quality of 
transmission obtained with and 
without the network. Through the 
installation of a switching key in 
the network, as shown in Fig. 
3, the network may be quickly 
switched in and out of the testing 
circuit while the subscriber’s loop 
is under test. 

It would not be a difficult matter 
to incorporate the first and third 
plan into one, as shown in Fig. 4, 
and to then include a switching key 
to connect and disconnect the net- 
work from the circuit at will. This 
provides an exceedingly convenient 
and flexible arrangement. 

If it should be desired to test the 
circuit for other losses than 20 
decibels—thereby enabling one to 
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ment, the simplicity of the tests 
and the advantages to be obtained 


therefrom are taken into serious 
consideration, it is hard to under- 
stand why so many small plant 


managers have failed to adopt this 
method of standardizing’ their 
transmission. 

A discussion of transmission tests 
and the problem of keeping trans- 
mission up to a high standard in a 
small plant would hardly be com- 
plete without bringing to the atten- 
tion of those, who hope to profit 
thereby, the fact that these tests 
may be rendered almost useless un- 
less the proper methods of talking 
over the telephone are understood 
and practiced. 

It is a fact that the efficiency of 
a transmitter decreases quite rap- 
idly as the distance between the 
mouthpiece and the speaker’s lips 
is increased. The proper distance 
for the lips to be held from the 
mouthpiece is approximately one- 
half inch. Each inch added thereto 
has the same effect as adding about 
13 miles of No. 12 gauge iron wire 
to the circuit, a loss of about four 
decibels per inch. 

When making these tests, the par- 
ties concerned should maintain an 
average tone of voice. Any varia- 
tions in the volume of the speaker’s 





December 21, 1935 





voice will show up as a variation 
in the transmission. It is also aq- 
visable that the listener, who js 
judging the transmission, should 
have no idea as to what the other 
party is going to say. 

A good idea is for the party at 
the station being tested to read 
from a newspaper. This is much 
better than reading a group of 
words over and over again, for they 
soon become memorized and the ac- 
curacy of the test is thereby im- 
paired. 

Now that we are called upon not 
only to establish telephone connec- 
tions with every part of our own 
country but with practically every 
important civilized nation on the 
earth, as well as ships at sea, every 
telephone manager should be tak- 
ing advantage of every transmis- 
sion facility at his command in an 
attempt to maintain a recognized 
commercial grade of transmission. 

There can be no doubt about the 
need for improved transmission in 
the average small plant. When 
there is available such a simple and 
inexpensive method of testing and 
singling out the offending parts of 
plant as has been here described, 
there can be no valid excuse for 
poor transmission in any small 
magneto plant. 

This same telephone man would 
not for a moment think of buying a 
radio set with a range of reception 
of only a few hundred miles, or an 
automobile with a horsepower of 
less than half that of his neighbor’s 
car and a maximum speed of 30 
miles per hour. In his home he 
probably has, for his family’s con- 
venience, an electric washer and a 
new type of electric refrigerator, 
as well as other time and _labor- 
saving devices. 

Why, then, should he expect his 
subscribers to be satisfied with, and 
pay for, telephone service of the 
type provided years ago? If this is 
what he expects his subscribers i0 
be satisfied with, it is no wonder 
that his collections are poor and 
his public relations anything but 
desirable. 

The solution of this situation is 
to begin at once to put the prop- 
erty in condition to give a class of 
service his community will be 
proud of. He need not expect to be 
able to do this within the space of 
a few short months. If his plant 
has been allowed to deteriorate year 
after year with no definite replace- 
ment schedule, it may even take 
years to bring it up to standard. 

This, however, should not deter 
the manager from taking immediate 
steps to bring about a great im- 
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provement in service quickly by 
adopting some scheme of wholesale 
removal of objectionable conditions. 
By the scheme outlined in this ar- 
ticle this can be done with aston- 
ishing speed and at an amazingly 
low cost. 

In the beginning of this series of 
articles it was stated that there 
were three parts to a telephone line 
where certain conditions may exist 
which make the best of transmis- 
sion impossible. These are the tele- 
phone set itself, the line and the 
central office equipment. In this 
article the writer has confined him- 
self to simple line testing. In his 
next article switchboard transmis- 
sion testing will be discussed. 


BELL MINORITY STOCK- 
HOLDINGS IN INDEPEN- 
DENT COMPANIES 
(Continued from Page 16) 
J. Ram- 
Co., 


These 


Feb1 lary by A. R. 
the 


Bone and P. 
Bell 
the 
the 
in the 


sey of Illinois Telephone 


placed in record 
stated that Bell 
stock State 
umpany but does not exercise any con 
the This 
the and the 
Intra 


vere also 


ifidavits Illinois 


mpany owns Intra 
trol over 
that 
f the 


company. was the 


first officers 
State 
these affidavits 
FCC. 
Stating that the Intra State company 
vould be 


ommission 


attorney 
knew of 


filed 


company 


which had been 


vith the 
given an the 
for oral 


opportunity by 


arguments in case 


they disagreed with the examiner's re- 
port and also giving the company 30 
lays to file a brief, Examiner Arnold 


oncluded the hearing. 
DeKalb-Ogle Telephone 
Co.’s Testimony 
Chicago on Wednes 
the the 
DeKalb-Ogle Telephone Co. of Sycamore, 
Chief Examiner 
J. Arnold, of the FCC, with Miss 
Elizabeth C. Smith for the 
Pec Ben B. Boynton, of Springfield 
l counsel the DeKalb-Ogle 
The company had 
who were examined by 


The hearing in 
lay, December 18, in case of 


was also before 


as attorney 


for 


was 


mpany. four wit- 


sses Attorney 
joynton. 

Testimony, on behalf of the company, 
vas offered by H. A. 
ore, secretary 
1927; J. 
1927 and general manager of the prede- 
Ww. M 
company 


Joslyn, of Syca 


and general manager 
since C. Joslyn, president since 
essor company for many years; 
McAllister, the 
since of the prede- 
essor company; and H. F. Whittemore, 
1 director of the present company and 


treasurer of 
1927 and president 


£ predecessor. 

All of the witnesses testified that the 
Bell company has no control 
over the two companies and has never 
attempted to control it. None of the 


inois 
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witnesses own stock in the Illinois Bell 
o1 any other Bell companies. 

Secretary and General Manager H. A. 
Joslyn testified that the company does 
not own or operate a line crossing state 
or national boundaries. It has interstate 
connections only over the lines of the 


Illinois Bell com- 


and its connecting 


panies. 


He presented a list of the company’s 


stockholders, with their names, ad- 
dresses and the number of shares each 
holds. The total number of shares of 


outstanding stock is 


the Illinois 





of which 
Bell owns 24,788 shares, or 
a’proximately 30.1 per cent of the total. 


No other Bell company owns stock in 
the company. 

The names of the officers and direc- 
tors were given and all are residents 


of Sycamore with the exception of A. R 
Bone and P. J. 

the Bell 
board of directors 


Ramsey, who represent 


Illinois the 


Telephone Co. on 
Questioned as to the remaining seven 
the 
that he 


directors of company, Mr. Joslyn 


stated was positive none of the 
has the Illi 
Bell that 34, 


shares of the company’s stock are 


seven any connection with 


nois company. He said 


877 
owned by and directors of the 


companies and their families. 


officers 


The company, he stated, does not lease 


a loop to a radio broadcasting station 
and never has. 
The DeKalb-Ogle 


trolled by its officers and directors, and 


company is con 


the Illinois Bell has never attempted ti 


control the company. The Illinois Bell, 
he testified, has never voted any stock 
except what it owns. 


The history of the company, especial- 
ly with respect to the directors and their 
traced by Mr 


The Bell became a minority stockholder 


residences, was Joslyn 
of the company’s predecessor when the 
Decem 
DeKalb-Ogle 
for it. 

3ell company has had two 
the 
He explained 


sell property was purchased in 
ber, 1912, the 
company given in exchange 
that time the 


and stock in 
Since 
directors on board. 

the Bell 
been increased and that it was 


how holdings 


have done 
by the company taking its proportionate 
the stock offered 

Questioned by Miss Elizabeth C. 
of the FCC, Mr. Joslyn 
stated the policies of the company are 
formulated by the 
board of directors. 


share of 


Smith, attorney 


president, general 
manager and 

Relative to purchases, Mr. Joslyn tes- 
tified that they are made from the Gray- 
Electric Co., Stromberg-Carlson 
Telephone Mfg. Co., and Leich Electric 
Co. Purchases have been made, but not 
recently, from the Kellogg Switchboard 
& Supply Co., and the American Auto- 
matic Electric Sales Co. 

The company does not purchase di- 
rectly from the Western Electric Co., 
but from the Graybar Electric Co., and 


dar 


| 
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During its 


twenty 


manufacturing lightning protec 
tion for telephone and signal sys- 
tems, Cook has had some exceed- 
ingly interesting problems to work 
out Not protection 


high potential discharges, but also 


only from 
from insects, and particularly the 
combination of dust and moisture. 


Maintaining a clear, clean, insu- 
lated space of only .005 inches be- 
tween carbon blocks, one line and 
one ground, is under 


some con- 


ditions, exceedingly difficult. 
Cook True Discharger is 


made of a moulded bakelite block 
the 


Gap 


size of an ordinary carbon 


This high-grade insulation  sur- 
rounds the discharger and elimi- 
nates any danger of breakdown 
the the 
rue Gap discharger block to the 


grounded carbon block. 


over outer surfaces of 
It is safe 


against insects, dust and moisture 


That means to you, Mr. Tele- 
phone Man, adequate protection 
with a minimum of attention 


Samples on request. 
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its purchases are mainly switchboards 
and instruments. These, however, Mr. 
Joslyn stated, are a small amount of 
the company’s purchases. The major 


part of its purchases consists of poles, 
wire, crossarms and other outside plant 
Its last switchboard 
from the 
Sales Co. 


The company has no pension fund for 


material. was pur- 


chased American 


Electric 


Automatic 


employes, he stated. 
It has 
Illinois 


certain with the 
Bell, such as traffic. joint-pole, 
agreement 
of facilities, 


agreements 
and an covering the renting 
such as contacts on poles 
On long distance calls, the company fol- 
lows the Illinois Bell schedule of rates 
Mr. Miss 
Smith 
voted at 
1934 


shares 


Joslyn was questioned by 
relative to the 
the annual 
1935. The 


represented at 


number of shares 


meetings in 1933, 
total 


and number <¢ 


these meetings 


was 50,000 shares, of 
the 
meeting in 


the 


approximately 
which 24,788 
sell company. At 
11,433 


Trust Co., 


were voted by Illinois 
the 
the 


Chicago, 


9- 
93a 


North- 


voted by 


shares in name of 


ern were 
J. C. Joslyn, as trustee, and 13,784 were 
their 
Questioned by 
the 
ed indebtedness and he recalled only 
This made the 
the First National Bank of 
I] The Illinois Bell 
nothing to do with the obtaining of this 


voted by owners 
Arnold, M1 


has no 


Examiner 


Joslyn said company bond 
ole 
loan. was company by) 
Sycamore 
company had 


loan outside of the authority for it voted 
by the board of directors which has two 
officials of the Illinois 


sell on it 


has an authorized 


company cap 
italization of $1,400,000, of which 82, 
225 shares, with a par value of $822,250 
are outstanding The gross operating 
revenue for 1934 was $259,205 
The company is a member of the 
United States Independent Telephone 


Association and The Illinois Telephone 


Association 
J. C. Joslyn, president of the company 


since its organization in 1927 and secre 


tary-treasurer and general manager ot 


the predecessor company from 1897 to 
1926, testified that the company is man 
aged by himself and his son, H. A. Jos- 


lyn. The Bell company has never at 
tempted to control his actions in the 
management in any way 


Mr. Joslyn stated that a company di 


rector has never been elected except 
upon proposal by himself, outside of 
the two directors from the Bell com 
pany. The officers of the company have 


also been proposed by him. Occasional- 


ly it has been necessary to obtain 
proxies for the annual meeting but not 
in late years. There never has been 


any difficulty in getting the proxies. 

In reply to a 
Arnold, 
company 
Illinois 


Examiner 
that the 
with the 
any way 


question by 
President Joslyn said 
agreement 


which would in 


has no 
Bell 
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affect 
pany. 

W. M. McAllister, 
latter company since 1927 


control of the DeKalb-Ogle com- 


the 
and president 


treasurer of 


of its predecessor company, testified that 
the control of the 
that the 
control is 


company is in Syca- 


and general 
ing is that 
family. He 
the 

In reply 


more, understand- 
the 


associated 


with Joslyn 


been with 
1914. 

to a question relative to the 
McAllister that 


Sycamore, is com 


has 
company since 
stated 
the 


engineering, Mr 
Allen, of 
pany’s engineer. 


Tom 


H. F. Whittemore, of Sycamore, a di- 
rector of the present company and alsu 
of its predecessor company, was the 
final witness. As was the case with the 
previous witnesses, Mr. Whittemors 
stated that the Bell has no control over 
him and that the management rests 
with the board of directors. 

F. B. MacKinnon, president of the 
United States Independent Telephone 


Association, was requested by Examine! 


Arnold to answer some questions con 


cerning the association. Mr. MacKinnon 
stated that it 


ship on a fee 


was a voluntary member 
The 


matters, 


basis. association 


federal infor 


various 


advice in 


gives 


mation on topics, Maintains a 


traffic service with a chief operator who 


attends conventions 


The association has nothing to do 
with the management of member com 
panies and has no connection whatso- 
ever with the Bell company No Bell 


associa 


the 
the association 


companies are members of 
Asked if 
the Bell 
that it has an arrangement by 
the A. T. & T Co. 
when it 


tion. consults 


with company, Mr. MacKinnon 


stated 
the as 


which notifies 


sociation commences negotia 
tions for the purchase of an Independent 
This arrangement dates back 
The 


do with telephone rates and does not ap 


company. 


to 1921 association has nothing to 


pear before any commission regarding 
tariffs. 

Miss Smith then placed in the record 
a copy of the commission’s order of 
October 19 to the company and the lat 
ter’s answer, received by the compan) 
on November 30. A copy of the traffic 
agreement of the Illinois Bell with the 


DeKalb-Ogle company was placed in the 
record, as were affidavits of A. R. Bone 
and P. J. Ramsey. These affidavits were 
made February 20, 1935, and filed 
the FCC. They that the 
Bell company does not exercise any con 


with 
stated Illinois 
trol over the companies in which it has 
a minority and that the 
Illinois Bell has a minority stock inter 
est of 30.1 in the DeKalb-Ogle 
company. 


stock interest 


per cent 
Copies of the minutes of the annual 


meetings of the stockholders of the 


DeKalb-Ogle company in February, 1932, 


1933, 


the record by Miss Smith. 


1934 and 1935 were also placed in 
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A. T. & T. to Offer “Week- 
End” Long Distance Rates 


The American Telephone & Telegraph 
Co. the 24 
the System on 
with 


and associate 
sel] 
the 
mission new 


15, 1936 


companies oj 
filed 
Com- 


December 1' 
Communications 
tariffs to take effect 

These 


Federal 
Janu. 


ary schedules provide 


for reduced Sunday rates on interstate 


long distance calls: also for reduced 


rates on interstate long distance person- 
to-person calls after 7 o'clock in the 


eve- 
ning. 

There have been for a number of 
years reductions on station-to-station 
ealls from 7 p. m. to 4:30 a. m. It is 
now proposed to put into effect a “week- 
end” rate by making all of Sunday a 
discount period, so that reduced rates 
will be in effect continuously from 7 


p. m. Saturday to 4:50 a. m. Monday. 


Hitherto there have been no discounts 


at any time on person-to-person Calls 
Under the new schedules, with minor 
exceptions, in any case where there is 


now a discount on station-to-station calls 
there will also be a discount on person- 
to-person Calls In addition, this dis 


count will apply to all day Sunday. 
The reduction on _ person-to-person 

night and Sunday calls will be exactly 

the same in amount as on station-to- 


station to the same place For instances 


if the day station-to-station rate is $1 


and the night rate is 60 cents, the same 
reduction—40 cents—would apply on a 
person-to-person call to the same town 
That is, if the person-to-person rate to 
that particular town is $1.35, the night 
rate will be 95 cents. 

eee 


Lincoln (Neb.) T. & T. 
Drive Nets 800 Stations 


The 30-day drive for new business of 


+} 


sincoln Telephone & Telegraph Co 
the 


ie 
December 14, 
The of- 


checked 


Which ended night of 


added nearly 800 net stations. 


ficial figures have not yet been 


by the headquarters staff. 


The quotas set totalled 532, and onl) 
one of the six districts failed to ma- 
terially exceed its quota. The setup 
for the drive was new in most details, 


particularly in the manner of awarding 
the 
given in a previous issue of TELEPHONY 
the 


prizes Details of campaign were 


which greatly interested workers 


New Member of 


Massachusetts Commission 
Richard D. Mass., for- 
mer secretary to Gov. James M. Curley 


Grant. Boston, 
of Massachusetts, has been sworn in as 
a commissioner in the Massachusetts 
Department of Public Utilities, succeed: 
Henry G. Wells, who recently re 
signed to enter private practice as a pub- 


ing 


lie utility counsel and arbitrator. 
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, MANY OF our present terpart of the huge fires lighted 
; outdoors in the corresponding feast STATIONS 
Christmas customs orig- held in midsummer. 
inated with the Romans, waite many of our present Christ- 
if mas customs are of heathen origin, 
n ; the Christmas pudding and _ the 
is Britons and Saxons of mince pies at least were strictly The Gray hardened steel cash 
kK heathen times. Series 222 of Christian derivation. The mince ae da AB 
a pies of old were incredibly huge ance to burglary. The front, 
p affairs, made in the shape of a ange —y rw nor ange ew 
7 cradle, representing the bed in whic pieces are electr 
the Christ Child lay. The one a together inte @ single wall of 
; = ; ; : ; great rigidity. After assembly 
ts HE CHRISTMAS season is at pie gave place to a host of smaller and hardening, each door is 
Is Thana and as we hang up hol-__ pies, made coffin shape to resemble rigorously inspected and 
Ss flsmercc wecmcnse’cseccee- tne: | 'Whlanl casey ot Gli’ Chitihie | Sn 
é S, s ile many of our Christmas of the welds. During this test 
lls torealize where these customs orig- customs date back to heathen times po —. 2 Ang 
n nated? Our celebration of Christ- jong — vaiaiind> al » Chewte ension o pounds each, 
is mas owes its origin, in part, to the Chiba, totee tee cul naeth a0 Christ. SS ee 
"ie ‘ ’ “4, secs ; thing that they would be sub- 
Roman feast of Saturn, the Satur- mas is “Peace on Earth, Good Will jected to in service. 
on alia, when the decoration of the to Men.” It is the season when 
tly ome with greenery was the cus- we wipe our slates clean of every 
-“ m. And why do we give gifts? old-year grudge or hate, when he 
wae 0 mumming and carolling? That yeach out friendly hands and grip 
. too is part of the Saturnalia. each other in warm comradeship. 
- The Saturnalia was a Roman feast Would that we might retain this 
Jy great gaiety during which all spirit throughout the entire year! 
= ank and precedence were thrown We would all find this world a much 
pis side; the rich gave presents to the finer and happier place in which 
. or and the masters waited on the _ to live. 
ervants. From it we get our gift- If, amid the hustle and bustle of | 
siving, the habit of decorating our the Christmas season, you find time 
mes, and also the old habit, in to read this article, it is the writer’s 
ns gue in country districts still, of earnest desire to extend to you best 
of essing in fancy costume and go- wishes for a Merry Christmas and 
re ng from door to door, singing and a New Year filled with peace and 
14 hgaging in mummery. happiness. 
of The Britons, in the days of the ‘ oe 
ked ruids, celebrated their winter feast Questions from Illinois Operators Gray Soy Stee 
Bel, or Baal (a variation of the 1. When called party is NRG, what 
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